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Highlights for 1978 


Fiscal Year ended December 31 
($000 omitted) 


1978 1977 
Production Revenue 
Gross revenue from metal ShipMents .........0....c.cceeeecceeeeeueeeensees $ 21,623 $16,860 
Earnings 
BOGiinGommetOle a 1aX GG. ed costae emer cscucu aie. tec theearnsis Sllaaun Aes: $ 5,274 $ 3,641 
BIEGIX CS Rewer Ree en ete fe eR Sia ores tr haat eta len ae I Micon 1,505 1,229 
NET CaliginOSamemat mom nmn at senor Sot sete cwensixradceres cantar totes $ 3,769 $ 2,412 
Financial Position 
RE AS mn We ee tn tec coat lone cctten un suciint’sdatecsouuadn $/-4,394- $°2;935 
@ashrandumarketable SECUMITICS an.csstecssansesesteccsoressteeodesearneeence 9,826 8,874 
Concentrates-at-sme\lterama imiamSity setae ceses ssn cease Sassen tae 7,179 6,093 
MVOLEHAG Ca Ditcll Mere meer ant er ener one neg tote t amniusay dbsaanchteasne 16,684 15,429 
SE ALe I OHG ONS (OC UNLV crete erac ae onan recency Are ace)c Golss da coun oeshedee $18,965 $ 16,925 
Per common share 
@UaGemy-CAalMinGsuRltS bata aren eon sare cAtn ee epauysveren caerenscotmey ms 0.37 0.15 
SECON CE see ee ee ee oR 0.28 OAS 
aR CVs Ik elacec aR Ss gail PRR Ree eae 0.19 0.43 
FOUIGI Dinca en Ses reas wectds coc aatamenaeate 0.69 0.25 
NEGUS SIIMILIGS mere enaine ce poten Woh Poneatnt ant nen hoate te sane cons ossctasesth ay $ 1.53 $ 0.98 
GAS eh Wate eee ee ete ran ta eMart Meat mee eed tics. n eels Ate 1.78 1.19 
BIVICSRICSioalce aa eran n sare ic americans oriniee rh acn eet sacha dres 0.70 0.60 
SHEE MOI ENS AE CUI Vira heath me corti ae. cineca eerste creams saesenor aa $ 7.68 $ 6.85 
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UNITED KENO HILL MINES LIMITED 


United Keno Hill Mines Limited, a member of the Falconbridge 
group of companies, is primarily a producing silver-lead mining 
operation. The producing properties are located mainly on Galena Hill 
and Keno Hill in the Mayo district of the Yukon Territory. The 
Company also maintains an exploration office in Whitehorse, the 
capital of the Yukon. 


The Keno-Galena Hills district has the longest production history 
of any lode mining area in the Yukon. Silver-bearing galena was first 
discovered on Galena Creek in 1906 and except for the period between 
1942 and 1946, mining operations in the district have been continuous 
to the present. Since 1946 production from the Company operations 
has totalled 3,800,000 tons of ore yielding 134,000,000 oz. of silver as 
well as 457,000,000 Ibs. of lead and 330,000,000 Ibs. of zinc. 


United Keno Hill Mines Limited is a Canadian Company and was 
incorporated on November 6, 1945 as Keno Hill Mines Limited which 
in turn had succeeded the Treadwell Yukon Company as the principal 
operator in the district. The name of the Company was changed to its 
present form on January 24, 1948. The authorized capital comprises 
2,500,000 common shares of no par value of which 2,470,000 shares 
have been issued. Falconbridge Nickel Mines Limited owns 1,195,989 
or 48.42%. The shares are traded on the Toronto Stock Exchange. 


Since incorporation, the Company has paid a total of $22,477,000 
in dividends. This represents $9.10 per common share. 
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Elsa townsite, concentrator and industrial area from Galena Hill. 


Husky mine shaft is in valley below the town. 


United Keno Hill Directors and mine staff examine Bermingham vein 


August, 1978. 


UNITED KENO HILL MINES LIMITED 


REPORT OF THE DIRECTORS 


TO THE SHAREHOLDERS: 


The past year marked the second most profitable year in the history of the company as high metal 
prices and high ore grades more than offset increased operating costs. Net earnings increased by 56% to 
$3,769,000 or $1.53 per share. 


Gross revenue increased 28% to $21,623,000 as silver and lead prices exceeded 1977 averages by 
$1.54/oz. and $0.066/lb. respectively. 


1978 L977: 
Average Average 

Silver (Per OUNCE). DCU a eacdrctaccron carvan ce pmeas er yae cater eetenera $6.67 $5.203 
Lead: (per pound) $ Can eres scccs sense ee eee ee eee $0.415 $0.349 


Previous reports have included revenue from zinc concentrate sales. Only a minor amount of zinc 
concentrate was produced in 1978 as heavy smelter deductions and treatment charges coupled with 
increased transportation charges made production of this material uneconomical. 


ANALYSIS OF OPERATING COSTS 


Treatment and marketing charges increased by $736,000 to $3,170,000. During 1978 production of 
concentrate increased by 1,388 tons as lead grade in the ore was almost one per cent higher. As lead content 
in the concentrate remains fairly constant at about 50% lead, a higher grade ore produces more concentrate. 
This in turn attracts additional transportation charges and additional smelting and refining charges which 
are in part based on the number of tons delivered and in part on the metal content. 


Mine operating and administrative costs increased $2,178,000 to $12,436,000. The major components 
of this increase were the mine operating account (+ $941,000) and the maintenance account (+ $768,000). 
The increase in mine operating charges was due to costs incurred in stripping the Bermingham pit, driving 
the adit to the Ruby ore body and driving a long cross cut to reach a new ore horizon at the Keno mine. 
These charges were partially offset by reduced activity in other locations. The increase in maintenance 
charges was due to increased power and heating charges and open pit equipment repairs which were 
insignificant in 1977. 


ORE RESERVES 1978 1977 
Silver Lead Silver Lead 
Tons Oz/Ton % Tons Oz/Ton nen 
Underground Ore Reserves 
Proven 48,204 40.6 5.0 59133 39:0 5.0 
Probable 49,111 39.8 Sp 66,820 40.4 4.7 
Indicated 12,383 369 356) — = fone 
Sub total underground 109,698 39.8 4.9 1235953 39.8 4.8 
Open Pit Ore Reserves 
Proven 98,779 Paley 3.9 _ _ — 
Indicated 37,465 27.4 sae! = = ica 
Sub total open pit 136,244 2323 4.9 = ot My 


Total Reserves in all 
Categories 245,942 30.7 4.9 1253953 39.8 4.8 


Underground ore reserves decreased by 16,255 tons after mining 78,189 tons from underground. 
These reserves include tonnage from the Elsa, Keno, Husky, No Cash and Ruby Mines. For the first time in 
the Annual Report, indicated ore is reported. All indicated ore from underground is from the Ruby mine. 


: Also for the first time, open pit reserves are reported. All “proven” ore is from the Bermingham open 
pit which is currently in production. This figure includes 56,049 tons grading 21.9 oz. in stockpile. All 
indicated ore in this category is from the Sime vein which is scheduled for production in 1979. 


No further work was done on the Black Cap vein system (mentioned in the 1977 Annual Report) and 
no reserves are reported. This deposit has an economical mineral inventory; however, this does not fall 
within the definition of the three reserve categories mentioned. 


For the information of shareholders the following definitions are used in determining the 
classification of ore reserves. 


Underground Proven — Ore exposed and sampled on a minimum of two dimensions. 


Underground Probable — Ore exposed and sampled along one dimension. Limits of 25 feet on either side of 
the exposure are assumed. 


Open Pit Proven — Ore either stockpiled or exposed and sampled on a minimum of two dimensions. 


Indicated — Ore calculated from drill hole information only. 


MARKETING 


United Keno Hill lead-silver concentrate is shipped from Elsa to Whitehorse by truck, to Skagway, 
Alaska by train, to Vancouver by ship and to East Helena, Montana by rail. 


The company has a sales contract with Asarco Incorporated which operates a lead smelter at East 
Helena. Under the terms of the smelting contract, payment for metals is made based on the average 
published price for the second month following date of delivery. With a transportation route that may 
involve several weeks it can be seen that payment for metals can be four to five months after production, 1.e. 
receipts for 1978 December production would be in April-May, 1979. 


United Keno Hill records revenue on the basis of production, hence adjustments must be made 
periodically to balance production estimates with actual smelter payments. At December 31, 1978 the total 
inventory of silver in concentrate produced in 1978 and scheduled for payment in 1979 was 981,520 troy 
ounces. This compares with 1,146,514 ounces one year earlier. The 1978 earnings statement reflects the 
following estimated value of this inventory. 


Ounces $ Cdn./Oz 


PANU WESC MLCT IMLS asec, ton, ors varie scsn 21th o<n0seatetunadat atenesnendcadn crecetats JansSaenain nian conexasae 213,420 $7.02 

Eloy See), 2S VST Wh pry oe ere ee eer ene peter ech Aare Pe Pacem penne Cates 284,219 $7.32 

IN DEAS Tir S/3 EN Ca Vos ge crocs RN el Ret he Ale ned OER SP ee Rare St ene irae, Veena PR ne 182,883 $7.05 

PAGO EM NESE LULCHTVGOULS ef -g. tees coe fe aos eea vencasaecndet ciate ae reennnrer-Packecseecuenad pees crecarvaneaet sees ke 267,796 $7.05 
948,318 


The 33,203 oz. not accounted for above are either contained in zinc concentrates stored at the mine or 
are in the form of silver precipitates. Average valuation for all inventory of silver is $7.11 Canadian/ounce. 


REPORT ON OPERATIONS 


In late 1977, mineralization was discovered in two trenches on the Bermingham vein on Galena Hill. 
Subsequent surface stripping showed this mineralization to have considerable strike length and approval 
was given to purchase the equipment required to conduct a surface mining operation. Metallurgical test 
work on the Bermingham ore, which is highly altered near surface resulted in the Directors granting 
approval for the rehabilitation of the cyanide extraction section of the concentrator which had been inactive 
since 1967. Capital costs for these programs were $747,000 for the cyanide plant and $641,000 for open pit 


equipment. The cyanide plant started operations in mid September 1978, however, operations were 
intermittent due to numerous mechanical problems and the plant did not have a significant effect on 1978 
earnings. 


A total of six underground mines and one open pit were operated in 1978 with one operation, the 
Dixie mine suspending operations. As in 1977, the two major contributors to silver production were the 
Keno and Husky operations which supplied 27% and 52% of the silver respectively. 


Elsa Mine 


The Elsa mine which is located within the Elsa town limits was operated on a fairly low level 
in 1978 with 7,971 tons mined containing 6% of the total silver produced. Ore reserves at 18,000 tons 
grading 39.5 oz. are only marginally lower than those reported at the end of 1977. There were no 
significant new developments at the Elsa. 


Husky Mine 


This mine pictured elsewhere in this report is located in the valley below the townsite and is 
the only operation serviced by a shaft from surface. In 1978, the Husky continued to be the major 
source of ore (36% of total) and silver (52% of total). Ore reserves at the Husky declined from 60,417 
tons in 1977 to 45,333 tons after mining 32,439 tons, i.e. 54% of the tons mined in 1978 were replaced. 
This replacement does not represent any significant discoveries but rather reflects increased stope 
boundaries within existing mining areas. 


Tonnage from the Husky was adversely affected after May 1978 by the exhaustion of one of 
the major producing stopes, however, some tonnage was replaced by a new stope developed from a 
decline to fourth level. Third level is the bottom level serviced by the shaft. 


There were no significant developments at the Husky and it does not appear that any major 
additional tonnage will be found above the bottom level and within the boundaries of the existing 
mine. Consideration is being given to a deep drilling program under the existing workings. 


No Cash Mine 


This operation contributed 11.6% of the total tonnage and 6.7% of the total silver production. 
Reserves remaining total 12,381 tons. There were no significant developments during 1978 and the 
mine will operate at approximately the same level in 1979. 


Keno Mine 


Production at Keno accounted for 24% of the total tonnage and 27% of total silver. After 
mining 21,424 tons, ore reserves declined by 10,324 tons to 19,069 tons. 


Most of the existing reserves are on the #18 or Shamrock vein above the 400 level. In order to 
test ore shoots below 400 level, a 1500 foot cross cut was driven on 700 level. At year end the heading 
had reached the vein and a raise was in progress towards the potential ore zone. 


Ruby Mine 


On the basis of diamond drill information, development of this mine was started in late 1977. 
By year end 1978 after a drive of 2500 feet, the vein was reached and a raise started. 


Reserves at the Ruby are 2,879 probably grading 25.9 oz. and 12,383 indicated grading 36.9 
oz. Some potential exists for increasing this figure. 


Bermingham Mine 


Surface stripping of the Bermingham started in late 1977. During 1978, 9,114 tons of ore 
grading 14.4 oz/ton were milled while a further 56,049 tons grading 21.9 oz/ton were stockpiled for 
treatment through the cyanide plant. Total stripping amounted to 773,000 tons. In 1978, the 
Bermingham supplied 10% of the total tons milled and 3.8% of the total silver. In 1979 these figures 
are forecasted to increase to 53% and 40% respectively. 


CONCENTRATOR 


__ Silver metal recovery increased slightly to 90.67% from 89.75% reported a year earlier. This was due 
to higher lead recovery and improved metallurgical test procedures. As the cyanide plant operated only 
intermittently, overall recovery was not improved by this operation. 


Re-construction of the cyanide plant started in March 1978 and the plant started operations on 
September 19, 1978. Problems continued with the filters and one of the thickeners for the remainder of the 
year. In December, the plant was shut down and a more thorough overhaul started on the filters. This plant 
will be back on line in January 1979. 


EXPLORATION 


Total exploration expenditures for 1978 amounted to $1,060,000 of which 72% was spent exploring 
locally for silver in the Elsa area. 


Local exploration was by percussion (overburden) drilling (71,035 ft.) diamond drilling (12,134 ft.) 
and by surface stripping using a D-8 tractor. Significant discoveries were as follows: 


1. McLEOD VEIN (near Sime vein on Galena Hill) — Detailed follow up was done along a 2,000 ft. strike 
length and numerous intersections in the 3-30 oz Ag/ton range were obtained. A 1,000 ft. segment of the 
vein has now been overburden drilled at 50 ft. spacing. Grades are fairly consistent averaging 
approximately 9 oz/ton. 


2. SIME VEIN — This structure along with another structure running at right angles to the Sime vein were 
drilled by the overburden drill on 25 ft. spacing. Reserves are included in this report. Surface stripping 
will start on the Sime in the spring of 1979. 


3. CALUMET “C” STRUCTURE — Six trenches were cut on this structure where overburden drilling had 
indicated anomalous values. Trenching and stripping continued here until December exposing 150 ft. of 
strike length of good galena mineralization with above average silver content. 


United Keno Hill maintains an exploration office in Whitehorse. From this office the Company 
manages various exploration projects in the Yukon, mainly in a joint venture with Falconbridge Nickel 
Mines Limited. Programs conducted in 1978 were mainly grass roots prospecting for lead, zinc and silver. 
Additional work on several of these is required in 1979. 


The company also participated in a joint venture along with Giant Yellowknife Mines Limited and 
Falconbridge Nickel Mines Limited in exploring for metals in Newfoundland. Again, further work is 
required in 1979. 


SUMMARY 


In the 1977 Annual Report it was stated that the future profitability of the operation was dependent 
on continued high silver prices and replacement of the Husky ore with ore from the open pit operations. It 
was further stated that management was of the opinion that sufficient ore could be developed from this 
source to meet milling requirements at least through 1980. Although no major additions were made to the 
underground reserves, tonnage discovered at the Bermingham pit and the Sime prospect have been 
considerably above expectations. From the reserves reported earlier it is evident that the production will 
take place at least through 1980 as forecasted. In addition, it is now evident that the use of large equipment 
for stripping overburden from the vein systems has considerable potential as an exploration tool in the Keno 


Toronto, Ontario President and 
February 19, 1979 Managing Director 


On behalf of the Board, 


Employees 


United Keno Hill employed 290 at the Elsa 
operations in 1978. The Whitehorse exploration 
office had a permanent staff of four augmented by 
temporary employees during the exploration 
season. While turnover of hourly employees 
increased from 132% in 1977 to 149% in 1978 a 
nucleous of long term employees helped to 
minimize the effect of this high rate. 


Labour relations were generally constructive. A 
two year contract expiring August 31, 1980 with 
Local 924 of the U.S.W.A. was negotiated without 
work stoppage. The agreement provides for wage 
increases of approximately 10% in the first year 
and 6% in the second. 


NOTE 


Above: 
V. Rafuse — Chief Assayer 


Below: 
Margo Parker 
Hoist Operator 


UNITED KENO HILL MINES LIMITED 


STATEMENTS OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 


SiVer. 0 


($000 omitted) 


EARNINGS 


PPE E THEE e eee reese esas ee esEHeeEEEeEHe see eH Ee Heese esse Tee HE sE HESS ee sHEHEEH Hee eee eerEneees 


TORR eee eee eee eee e eee e HEHEHE eee EE ees SEO H EEE SHES OTHE ESOEE SEHD TEE eesHeEEseEeeesEeene 


so ec ei Ce a ee ee ee aera 


ess siete; charecs, freight and marketing Expenses 2... cceceneciedeens cess eters 


Pee OUT CIAL SD OCIS oe Att crnp se neces on cts tee cer eeieteeieceeeicees 


Operating and administrative costs: 
Development, mining, milling and general mine expenses ................--sesesesceecescoess 
PU isirat yc al eeneia expenses 


Dc aime Proll oclove the undernolte@ lems i ie ae ics ieee 


Expenditures on exploration and development of properties not in production ............ 


Depreciation and amortization 


Operating protit. wns 
Interest and sundry income ...... 


Serer Tere creer eee ee eee errr eee eee eee ee Tee eee eee eee eee eee ee eee eee eee eee eee ee ee ee 


Patines Delare mcome and MMe TAXCS 5 ie stn tee peter eee 


POCOME CU TUNING JAKES = CUISCOL icc se lle le ar tee 
CTC a ts 


Farnings for the year 0.0.0... 


Earmines per shate....20.,c. 


Reece ee ene eee eee ee eee eee eee HEHE see HOES eH AEH EEE HOE H OEE HERS OEEG Heese EEEEEEEEtEEseene 


Pe Teer errr er errr eee er eee ee ee eee eee ee eee eee eee eee 


RETAINED EARNINGS 


Retained earnings, beginning Of year 0... eeeeeseeeteteeeeseseneessseneeeessseeeeesseseseesssenenenensenenees 


Earnings for the year ................ 


Prrrerrerrr Ter eer ereee rere ee eee eee eee eee Cee ee ee 


Dividends paid ($0.70 per share — 1978; $0.60 per share — 1977) .....c..ceceseseeeeeen 


Retained earnings, end of year 


Be ener rrr re en 


(See notes to financial statements) 


1978 
1978 1977 
90,082 91.486 
$18,257 $14,488 
3.119 2.061 
247 31] 
21,623 16.860 
3.170 2.434 
18.453 14.426 
173 10,027 
263 231 
12,436 10.258 
6.017 4.168 
1.060 955 
569 393 
1.629 1.348 
4.388 7,820 
886 82 | 
5.274 3.641 
1.449 1,099 
56 130 
1.505 1,229 
3760 $240 
g 153 0098 
$14,975 $14,045 
3.769 2412 
(1929) © = (1.482) 
$17,015 $14,975 
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UNITED KENO HILL 


(Incorporated under th 


BALANCE SHEE] 
($00! 
ASSETS 
1978 1977 
Current: 
Cash and short term chartered bank deposis 0.0 ce, Cea $ 4,810 $ 1,108 
Marketable securities, at cost which approximates market value ............. cece 3,015 7,766 
Accounts receivable, accrued interest and prepaid expenses 0.0... at 135 237 
Concentrates at smelters and in transit (vote 3). a, pe 1LAT9 6,093 
Inventory of SUDpIiCS esi ce ee iat 1,381 1,108 
stockpile of broken ore on the Sdrface 2 83 
Due from shareholder, Falconbridge Nicke] Mines Limited... 0. 23 
Total current assets’ 6. 18,603 16,335 
Property, plant and equipment: 
Plantand equipment, at cOst 0... 11,408 10,048 
Less accumulated depreciation 8,985 8,474 
2,423 1,574 
Mining claims and properties, at cost less accumulated amortization of $1,963 in 
1978 and $1,994 in 1977 44 52 
2,467 1,626 


$21,070 517,961 


(See notes t 


To the Shareholders of 
United Keno Hill Mines Limited: 


We have examined the balance sheet of United Keno 
Hill Mines Limited as at December 31, 1978 and the 
statements of earnings, retained earnings and changes in 
financial position for the year then ended. Our examination 
was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other 
procedures as we considered necessary in the circumstances. 


AUDITORS’ REPORT 


Toronto, Canada, 
January 31, 1979. 


MINES LIMITED 


anada Corporations Act) 


ECEMBER 31, 1978 
mitted) 


LIABILITIES 


1978 1972 
Current: 
Prae outs Paya aid accrued Charees oo ence eedcpesrecte es scott 3% 2953 Sa do2 
OS AG OU CIN CS OV AG cco cags cede doser secant aes 954 374 
Duc to shareholder, Falconbridge Nickel Mines Limited 2. 3i1,-8 losses cere {2 
DOtalCAeat SONICS eee ii ec 1,919 906 
De CE CONG CS ee er, 186 130 
Shareholders’ equity: 
Capital — 
Authorized: 
2,500,000 shares of no par value 
Issued: 
DUI NS GUNS Wa ee 1,950 1,950 
SG Meg ee ee ee 17,015 14,975 
18,965 16,925 


On behalf of the Board: 


Director $ 21,070 $ 17,961 
1ancial statements) PSMim®@ 


Director 


In our opinion, these financial statements present fairly 
the financial position of the company as at December 31, 
1978 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


UNITED KENO HILL MINES LIMITED 


STATEMENT OF CHANGES 


FOR THE YEAR 
($000 omitted) 


Source of working capital: 


Operations — 
Earnings for the year hie ee 


Add depreciation, amortization and deferred income taxes, charges to 
earnings which did not involve an outlay of working capital in the 
CUITENL Yeats a 


Application of working capital: 


Dividends... a 


Changes in components of working capital: 


Increase (decrease) in current assets — 
Cash, bank deposits and marketable securities 23. Gi 
Accounts receivable, accrued interest and prepaid expenses ......0....0.-.. 
Concentrates at smelters and in transit -20 
Inventory of supplies oes tape ee 
stock pile of broken ore on the surlacé 2 


Due from shareholder, Falconbridge Nickel Mines Limited ......0.000 cscs 


Increase (decrease) in current liabilities — 
Accounts payable and accrued charees 0. 
Income.and other taxes payable 000 he 


Due to shareholder, Falconbridge Nickel Mines Limited ©..............0... cress, 


Increase m working capital during the year 2 


Working capital, begining Of Year (icc. ee 
Working capital, end of year ic ee 


(See notes to financial statements) 


1978 


1978 


be Dod 


IN FINANCIAL POSITION 
ENDED DECEMBER 31, 


eee: 


$ 2,412 


323 
2,939 


1,482 
284 
1,766 

S$. 1,169 


$ (1,745) 
64 
2,847 
(3) 


UNITED KENO HILL MINES LIMITED 


NOTES TO FINANCIAL STATEMENTS 
DECEMBER 31, 1978 


Accounting policies 

The following is a summary of certain significant accounting policies followed in the preparation of the financial 
statements. The policies conform to generally accepted accounting principles and have been applied consistently. The 
financial statements are based on information available to January 31, 1979: 


(a) Plant and equipment are stated at acquisition cost, including transportation and installation costs. Repairs and 
maintenance are charged to operations and betterments and replacements are capitalized. Upon sale or retirement, 
the cost of the assets and the related accumulated depreciation are removed from the accounts and any gains or losses 
thereon are taken into earnings. 


Depreciation on the major portion of the company’s plant and equipment has been provided on the straight line 
method at 10% per annum, and for certain mobile equipment at the rate of 25% per annum. 


(b) Amortization of the cost of mining claims and properties has been provided on the straight line method at 10% per 
annum. 


(c) Concentrates in transit are recorded at estimated realizable values because they are covered by sales contracts. These 
values, when occurring in U.S. funds, are translated into Canadian dollars at the year end rate of exchange. 
Inventories of supplies are recorded at the lower of average cost and replacement cost. 


(d) Stockpiles of broken ore on the surface are recorded at direct cost excluding associated stripping costs. 


(e) Exploration and development expenditures on contiguous mining properties and unknown or unproven ore bodies 
are expensed as incurred. 


(f) The company follows.the deferral method of income tax allocation. Under this method the income tax effect of the 
timing difference between depreciation written in the books and the amounts claimed for income and mining tax 
purposes is shown as deferred income tax. 


(g) The costs of the company’s retirement plan are charged against income in the year in which premiums or required 
fundings are payable. Past service costs are being funded over periods of up to thirteen years. 


Mining operations 

Known reserves are expected to provide ore for milling through 1980. It is management’s opinion that additional reserves 
can be developed from near surface material utilizing open pit mining equipment. No positive estimate of the quantity of 
these potential reserves is possible at this time. Recovery of the remaining undepreciated cost of plant and equipment and 
the investment in supplies inventory remains dependent on the development of sufficient new ore to maintain a profitable 
level of production. 


Concentrates at smelters and in transit 

The company has entered into contracts for the sale of its concentrates according to practices common among Canadian 
mines, where the price the company receives is determined two months after the concentrates have been received at the 
smelters. The price that the company receives will be determined up to five months after shipment from the mine. For 
purposes of determining realizable value at December 31, 1978, the company has assumed an average price of $7.11 per 
ounce on 981,520 ounces of silver (1977 — $5.18 per ounce on 1,146,514 ounces of silver). 


Remuneration of directors and officers 

During 1978, the company employed five officers whose aggregate remuneration as officers was $54,122 (1977 — $66,696). 
One of the five officers served as a director. Six other persons, not employed by the company, also served as directors 
during the year. The aggregate remuneration paid to directors of the company was $26,460 (1977 — $27,360). 


Retirement plans 

The company maintains a retirement plan for certain of its employees. Based on the most recent actuarial evaluation, the 
present value of past service costs not yet funded is approximately $270,000 (1977 — $331,000) (assuming employees 
remain with the company until retirement). While the company has no legal liability for the past service costs, It 1s Its 
present intention to fund and charge the costs to income over periods of up to thirteen years. 


Anti-inflation Act 

The company was subject to mandatory compliance with the Anti-Inflation Act. The provisions covering employee 
compensation and shareholder dividends were phased out at various times during 1978. Management is of the opinion 
that the company was in compliance with the requirements of the Anti-Inflation legislation. 
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UNITED KENO HILL 


TEN-YEAR SUMMARY 


OPERATING RESULTS: 
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MINE OPERATING OFFICIALS 


(Saeed LUNG BY Sse wn eee a eae Mine Manager 

Mi cele TSN DE 8 & Ree hy ela eal et ERNE SR General Superintendent 

PREC IN AING DASSE ID tas en tester uc, Geeanscaeexcions Exploration Manager 

ETOL ZAP EE ete tee ik ne General Foreman — Underground Mines 

Ren Wiel CW EIR BRe aera cttuisaRosvesavesdasdeatedts General Foreman — Open Pit Mines 

pene RIN LAIN Saercteces scpeas, Grats eins: pevacetndaasvasdee Mill Superintendent 

VIO ES ETI TET orion eet Rite cot seas aoe races kde a coawshers Plant Superintendent 

BLOG ersten as tsar ee at Saees estes tan thats esa iens Chief Engineer 

CGE TREAT RUDGE ee ce etetaads ss stygccsncsesoteseey soe oes} Chief Mine Geologist 

‘Evol BS (CI. ias oes cece ee Shem er rec ree Mine Exploration Geologist 

EVV ae PIERCY Sen sch ete oe ee saeaeet.cacceadccteteesieagias Office Manager 

| O9) 94 BH 2 Gols fae AA es Sct a a Rice ey RET Es eee Personnel Supervisor 
CONSULTANTS 

ENBee NA NORA SSL Gesu sasarerutete clue tones svar enasacssene Consulting Geologist 


Pee Gum ed ICKOAR DD giao tin ecréss saatetoesPrasndussangares Consulting Metallurgist 


